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MENCRANDUM 70: Chief, Bconomic Raesearch Ares

FROM: Chief, Matarials Division
SUBJECT: New Soviet Proposals for long-Term Exchanses
REF: Your memorandum dated 13 Ssptember 1957

The attached comments ere submitted as requeated in the referenced
memorandum. Ket advantage on ths proposed sxchanges 1s taken to msan
I c»in to the US versus [ t2chnolosicsl gain 25X1X1
to the USSR. In scme specific isstances a techmologicsl gein mey acerue
to the US; if eo, 1t hes been meationed separately. Your attention is
tuvited o ! ch
suggests that the US ask for an opportunity to acquire detailed information

or the oparation of the Soviet economy as a whole, and not retwrn irndustry

visits.
25X1A%a
Attachment:
As stated
sbhove
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COMMENTS ON SOVIET PROPOSALS FOR LONG TERM EXCHANGES

MINING AND METALLURGY

25X1X1 1. An assessment of MF“ defined, in
categories as broad as mining me urgy cannot be made on an over-all
basis. A net gain might accrue to the US under some circumstances end in
some aspects of these broad fielids but the advantage would eccrue to the
25X1X1 Soviets in others. Asscssments of [ 2ve been made
in the past only in mors restricted fields and then oaly on the basis of
specific itineraries.

25X1X1 2. A condition precedent tc o NG o> the part of
the US would be the full cooperntion of the affected US iadustries. In
4 cnse 1s it probable that cooperstion for a long term exchange will be
offered by US industries in these fields until the short exchanges
rrevicusly proposed by the Soviets have taken place, and unless the
observations then made suggest ihat a more extensive survey would be
revardiag.

3. At present the short term steel exchenge is in ebeyance
because of the Soviet failure tu approve thes suggested itinersry in
the USSR and the short term mining and nonferrcus metallurgical exchanges
are without US industry sponsorchip. The latter situation 1g largely due
to skepticism on the part of the US nonferrous industry that the USSR
posaesses installations comperat:le to those the Soviets wish to see in
their operations in this field. It is believed that if the Soviets vere
to provide evidence of the existence of such installations, including
appropriate details of mining ard metsllurgicel practicee and cutput,
the US nonferrous industry would be willing to perticipats in a short

term exchange in these fields, efter which exchange of longer duration
could be coasidered.

PETROLEUM

1. Knowledge of US petroleum technology has been elmost completely
available to the USSR through orem technical publications and patents.
Certain confidentiel company information, mostly im the processing field,
could be adsqua’iely safeguarded from the USSR delegation, as it is now
from competitors. Therefore, tke gmin to the USSR delegation of technical
knowledge would be small, and would not be greatly emhanced by a three
to six-moath tour compered to & chne-month tour. The actusl application
of receant advences in petroleum technology would undoubtedly be of
great interest to the USSR delegation. The tour should enable them
to apply such new methods and techmiques more quickly and successfully
in the USSR petroleum industry.

§-E-C-R-E-T
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2. It is believed that @& USSR delegation touring the US petroleun
1ndustry would be sssigned the task of discovering the reason for the
high over-all productivity in the US industry compayred with the USSR
1adustyy. A good gxample 18 im oil-well drilling. If & tean of
experienced USSR oil-well drillers or drilling foremsn who were well
trained technicslly snd in economies, spent three to six months visiting
contrset drilling rigs in the US they would discover the basic unierlylng
reason for the high productivity of the US drilling iadustry compered to
that of the US3R. ‘The reagon is, of course, competition and the incentives
imherent in competfitive capitalism. Thesa competitive technigues and
incentives, if spplied to the USSR industry (of course under th: gulse
of Communism) would quickly ineresse USSR productivity and over-all
elfectiveness.

3. €74 has major geps [ iv sincst all sectors and
economic agpects of the Soviet pstroleunm industry. A US petroleum
delegation visiting the Soviet Uzion for @ pariod of three to six
months, by concentirating &t both the Minlsterisl or squivalent level,
and by intensive surveys of Sovist field operetions, could magnify the
US B cccpered to @ vielt of caly one month. The areas
o MNP i which substantial geins might be expected as a result
of & three to six-month vigit ave am follows:

. Proved reserves, eonsumption snd storege on which existing
|
25X1X1

b. Refining capecity apd output on which existing NG
The exteat of cetalytic refining iz unknown and
especielly exritienl.

e. Producticn of petroleum, with respect to cxude oll and
natural gas, is good sasuming officlsl statlstice are valid.
Production of natural gas liqulds is udknown.

d. Coet and price structures oo petroleum producte, methods
used in formulating five-year plens; and other purely economic
questions reisting to the USSR petrcleum industry comprise a large
ares of I «<tort in vhich some estimates have besu made
but very littis direct date are availsble.

I, The VNPV ka3 sadvised the CIA
that qualified personncl e¢an be nade aveilable ukder sponsorship of
the I, to etaff & US petrolsun delegation
to tour the USSR for & psricd of ome month. Such personnel would be
oll company officisls loasnsd for this purpose. It is mot believed that
the foregoing arraugement would be feasible for & psriod of 3 to 6
months. To steff such a delagation would require hiring cobsultants
or other aveilable persomnel, and the gquestion of fiamncing such an
undarteking would be pertinent.

g-B-C-R-E-T
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Do It mppesrs that & 3 to 6 month tour im each country for an
exchange of US-USSR petroleum delegations would result in scue net
gin to the US but on & lesser margim than on the originzl proposal
for & one-month tour. It is suggested that the one-month tour be
carried out as planned. If; as & result of that tour, it appeers desirable
to exchange delegationg in selected phasee of the petroleum industry for =
longes period, such exchanges csu then be arrengsd.

COAL AiND ELECTRIC POWER

Lo With respect to coal mining as such there would be relatively
1ittle advantage either to tihe USSR or the US because of ithe wide
difference of natural conditions and ths open literature now available
on both sides. The net gmim, if any, would sppear to favor the USSR
vhich is struggling with the problems of mechanization whieca we have
already solved under admittedly emsier circumstences. Io the more
specisiized field of cosl miaiag machinery ard evem more im the
metallurgical lkmow-how necessary to such machines of high capacity

X1X1 the aévantuge vould appear to be very haavily in favor of the USSR.

25 e oftsetting NP c23n to the US would have to come in the
ares cf fuel distribution erd utilization where our preseat information
18 weskest. Information on the preparsticn of cosl, dizposal or use
of the high ash covtent, refuse from prepsration plaats, the afficiency
of hexdling sad buraing of the lower grades of brown cosi, ligaite and
pest, snd the relation of these facts 4o the loeatioa of othar ladustry
could be of substantial intelligence value.

£. ‘The electric power field, properly exploited, represents a 25X1X1

potential for & very substamtial net sairn to the US.
25X1X1 N (cclude consumptiom by reglon, industry, ond systems and the

sceourting methods used in costing aud pricing power %o varicus industries.
Similsr ipnformsticr 1s evailmble in US open mources. An sxchange should
be predicated on the advance exchange of information, including meps of
the tramusnission eystem showing all lines over 50 KV with flow diagruns
for the 100, 200, «nd 400 KV #ystems, snd information om the dispatching
centers with informstiocn on thelr methods of operation.

3. We have a strong feelinmg that the post selection of exchange
persomazl in both the fuel eand power aress hes not yielded the US tas
meximuz possible adventige. Selection of US repressmtatives for preatlgs
in privete industry should, we feel, be tempered with encugh working

25X1X6 stifte

1. Pronotion of & long term exchange of chemical delegnticas with
the US3R im principle should be encoursged simce a grest deel of useful
intelligencs on the Soviet Chemicel Industry could conceivably be sscured
by this method. Por example, there could be a eain to ths
25X1X1 US frano sn exchenge im the filelds of nitrogen compoumnds, fluorins sompounds,
Piastics, the clectrothermal and electrolytic chemicanl industries and
perbapa others. To insure thet the net vould be in favor of the US,
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¢ safagusrded. In sddition, the quastion of net gain to the US would
depend in elmost all cases ou what iastallations the US delegates would

ve permltted to see in the U3ER. Exchan@smsommofmchemiul
industzy such as petrochemicals snd synthetic fibers would probvably result

in @ 24t gain to the UITR. It is felt that by considering each proposed
chemical exchangs seperstely and by employing sdequate safeguards of

25X1X1 technology wherever necessary, o I oo1n could accrus to the

U8 from exchenges of chemicsl delegations within the USSR.

2, There might be some &ifficulty in arrenging for the US dalegates

to absent themselves from thelr normal duties for period of up to eix
months. dinfe in many cases the US would stand to gain little in

the way of technology, US eompanies on the wiole probably would have to
be persuaded to mliow thelr employees to vemmin in ths USSR for even
60 to 90 dmyn.
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